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tO ailnplfy zuatters, we have used the year 1907 a a baseand have represented the -ligures for that year as 100, se asto secure the index numnbers for each subsequent year-
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roadway, structures and equipment were large. It was,in.evitable, therefore, that the operating ratio should be high.In the first three years of Our railway history, beginningwith 1875, it was over 81 per cent., whi.le in the first fiveyears after that date, it was 80.7 per cent. But with thefilling up of the country and the icrease of traffic the rev-enues were augmented, the operating expenses began te de-clihe, relatively, and, as a consequence, the operating ratiobecaine Iower and lower until the lowest point was reached
in the last years of the century-in 1899 it was 65.3. Since1900 the movement bas been gradually upward, with occa-sional yearly relapses. In 1915 it was 73.9 per cent.; in 1916,69.5 per cent.; i 1917, 71.7 per cent.; and i 1918, 83 percent. This latter figure shows very clearly the. vast changes
during that fiscal year, as compared with previous years, inregard te higher wages and higher cost of materials. Butif we look at the. figures for lO-year averages, we note thesteady decline in the operating ratio down to 189'9 and thecontinuous advance since that tira.. These figures showclearly that for the railways the cost of doing business issteadily advancing and that their outlay for operation isincreasing far more than the increase in their gross earnings.
This is an additional confirm~ation of what we have alreadyshown when considering the increase of operating expensessud the decrease o! net earnings. It wilI be universallygranted that this increaso in operating ratio isa not due toless efficient management of the. railways as a whole, but
is due te the fact that the earninoes of the roaqd. arA nn inn

This table ïputs before us somne valuable data as a basisOf certain conclusions which seem te, b. inevitable. Whilethe. grosa earnings Per Mile increased 30 per cent, the oper-ating expenses increased almost twlce as mnuch-namely,58 per cent, and the net elarnings suffered a reduction of24 per cent; tu other words, ^while the gros, earnings froinoperation increased by 80 per cent., the net earnings areonly three-fourthe of *ihat they were in 1907, due te thetact that the. expensea of operation have been increased bymore than hal! what they were in that year. It cannot bewondered at, therefore, that, since operating earnings haveincreased only 30 par cent, while operatlng expensea haveIncreased 53 per cent., there should be a state o! decadenceover thie railway field as a wbole. 0f course, these greateroperating expenses have been due te the fact that the i-crease in rates allowed did not begin to keep pace with thevaatly higher price. paid for mnaterials and higiier wag.spaf d toi labor. Yet every time there ha, been an attempt onthie part of the. railways te secure an increase of rates, therebas been a loud and voluminous outcry against it. .Auotherimportant thing wbich is revealed by this table is the suddenchanges wblch. may occur in net earnings !rom one year tethe neat. Note the change in the index numbers for netcarnlngs, for instance, frora 88 lu 1909 te 113 in 1910, andthie still more spectacular change, fromn 109 in 1914 te 76in 1915, and frora 119 in 1917 te 76 lu 1918. These fact8indicate with intense eiphasis that in the case of the. rail-ways there are abrupt changes £rom favorable earnings tevery real distreniL
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e Most valuable indexes Iu regard te, railway
the operating ratio, that is, the proportion
s expenses o! operation are of the gross er-ion. Knowing ho'w much o! the gros, earn-
iýd in the working of the property, we have a
te the elflclency of the management; for if,,onditions, two roads traverse the same terri-
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